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FLA Monitoring Visit Profile
Country China
Factory name 12021547C  
IEM SGS
Date of audit March 17, 2004
Days in the facility 1 day
PC(s) Reebok International, Ltd.; Puma
Number of workers 350
Product(s) Sports Garments
Production processes
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1. Code Awareness
2. Forced Labor 
Deposit According to clause 24 of The Implementation 
Provisions on China Labor Law, employer shall not 
lodge deposit, guarantee fee or goods at the time of 
signing labor contract with employee.
All workers will have the right to enter into and to 
terminate their employment freely.
New workers were required to deposit 
food fee of RMB 45 when being hired. 
The deposit will not be refunded to 
workers even they leave the factory 
within 10 days. Only those workers 
who have worked in the factory for 
more than 10 days can get the fee 
back.
According to interview with the workers, 
some workers said they were required to 
provide food fee RMB 45 when hired and 
should get back after worked 10 days.
(1) Factory must pay back all received money from workers 
currently in this 10-day period, to allow workers to purchase 
meal tickets for any meals they want to purchase. Factory 
could then decide to provide those workers who later become 
eligible for meal allowance with reimbursement of meals 
workers purchased during first initial 10 days.
(2) Factory must document its policy and procedures on meal 
benefit, including who is eligible, how wages deducted, etc. 
This policy must be communicated to existing workers, as well 
as provided to all new workers upon employment.
31-Mar-04 Factory reimbursed 
workers before deadline.  
Factory also developed a 
new policy where factory 
will provide free meals to 
all new workers within 
this 10 day period, but 
will deduct 4.5 Yuan/day 
for meals taken from 
wages if leave prior to the 
10 days.
3/31/04 1). Reebok auditor checked 
on 3/31/04 the document with 
workers' signatures to prove receipt 
of reimbursement RMB 45 2) 
Interview workers to confirm receipt 
of reimbursement. 3) Meal policy will 
be included in Workers Handbook 
that is being developed.
3/31/04 1) Document with 
workers' signatures and 2) 
Workers interview
Mar 20, 2006 Workers'  Handbook already 
completed. No more deposit for meals 
required from workers. 
Briefing of workers on new meal policies 
had been done.
Interview with workers; 
document review 
3. Child Labor
4. Harassment or Abuse
5. Nondiscrimination
6. Health and Safety
Chemical Management According to clause 22 of Safety Regulations on 
Dangerous Chemical Goods, the chemicals should be 
stored in special warehouse and separated from 
production or warehouse.
All chemicals and hazardous substances should be 
properly labeled and stored in accordance with 
applicable laws. Workers should receive training, 
appropriate to their job responsibilities, in the safe use 
of chemicals and other hazardous substances.
The factory stores chemicals inside 
materials warehouse, not separated 
from production and warehouse, it 
violated clause 22 of Safety 
Regulations on Dangerous Chemical 
Goods.
According to on site observation, there 
are some chemicals stored in the 
production warehouse, not separated. 
(1)  Chemicals should be stored in a separate place only for 
chemicals, separate from production lines, production 
materials and employee areas. The storage area must be 
properly secured. Please move chemicals to a chemical 
storage room for this purpose. Please note Reebok's and/or 
Puma's standards for additional guidance on proper safety 
measures for chemical storage, such as MSDS postings and 
secondary containers. (2) Train all relevant staff on proper 
chemical storage safety standards.
16-Apr-04 Factory has moved the 
spot remover from the 
production area.  Factory 
is currently creating a 
chemical storage room.
06/08/04: 1) on-site inspection 
showed chemical warehouse had 
been improved. Pictures were taken 
to indicate the correction.       2) still 
no document to show workers trained 
in chemical safety.  03/02/05 Records 
of workers being trained in chemical 
safety are available for inspection.
On-site inspection; Pictures;  
Documents
  
Dormitory According to clause 15 of China Fire Prevention Law, 
no dormitory can be placed in the same building of 
production or warehouse.
All facilities including factory buildings, toilets, 
canteens, kitchens, and clinics, shall be kept clean 
and safe and be in compliance with applicable laws.
There are 6 staff bedrooms placed in 
same building as generator and waste 
warehouse, it violated clause 25 of 
China Fire Prevention Law.
According to on-site observation, there 
are 6 bedrooms placed in the same 
building as generator and waste 
warehouse.
Those residents should be moved out of the rooms that are 
near generator room and the waste station.
16-Apr-04 Those residents have 
been moved out of the 6 
rooms and 6 rooms are 
now used as material 
warehouse.
6/08/04 On-site inspection showed 
the residents had been moved out of 
the 6 rooms.   
On-site inspection Mar 20, 2006 The small rooms are now 
used as storeroom. 
On-site inspection 
Employer control/favoritism The employer will not interfere with the right to 
freedom of association by controlling workers’ 
organizations or favoring one workers’ organization 
over another.
No evidence indicated that the trade 
union and union representative played 
a fair and active role.
(a) The factory provided a name list of 
union representatives, we interviewed 2 
of them, they did not know they were 
union representatives; (b) The factory 
could not provide selection records or 
other evidence; (c) According to interview 
with workers, they did not know there 
was a trade union.
(1) Recommended that clear charter or outline of roles and 
responsibilities for worker representatives be developed, and 
then communicated to workers and management.
(2) Factory must develop an effective system for resolving 
workplace disputes that involves workers, with open lines of 
communication between workers and management.  
Moreover, factory must develop and publish non-retaliation 
policy & procedures for its implementation, which ensure 
workers can communicate their concerns in an environment 
free of retaliation of any kind. The system's guidelines should 
be explained to workers and posted at working areas.
31-May-04 6/8/2004 Factory will 
develop a Worker 
Handbook that includes 
policies on non-
retaliation, grievance 
system with description 
of the communication 
channels. Draft of the 
handbook will be issued 
to Reebok/Puma 
on/before June 25.
7/10/04 The 1st draft of Worker 
Handbook submitted on June 30. 
However, still some policies needed to 
be improved. 3/02/05 Worker 
Handbook had been finalized.  
Factory had set up grievance 
procedure and included in Worker 
Handbook. All concerns received 
from workers would be investigated 
and filed.
Worker Handbook Mar 20, 2006 Grievance procedures 
included in new Workers' Handbook. 
Workers briefed about procedures. Union 
representatives elected in Oct 2005.  
Puma and Reebok auditors observed 
election process and other meetings prior 
to election.
Training of union representatives is 
scheduled in April 2006.
No retaliation policy not yet formulated. 
Interview with workers; 
Document review; 
Visual observation 
FLA Comment:  The Chinese constitution 
guarantees Freedom of Association; however, the 
Trade Union Act prevents the establishment of trade 
unions independent of the sole official trade union – 
the All China Federation of Trade Unions (ACFTU).  
According to the ILO, many provisions of the Trade 
Union Act are contrary to the fundamental principles 
of freedom of association, including the non-
recognition of the right to strike.  As a consequence, 
all factories in China fall short of the ILO standards 
on the right to organize and bargain collectively.  
Recently, however, the government has introduced 
new regulations that could improve the functioning of 
the labor relations mechanisms.  
Fabric Cutting, Sewing, Trimming, Ironing, Inspection, Packing
Employers will provide a safe and healthy working environment to prevent accidents and injury to health arising out of, linked with, or occurring 
in the course of work or as a result of the operation of employer facilities.
Employers will recognize and respect the right of employees to freedom of association and collective bargaining,
7. Freedom of Association and Collective Bargaining
Findings Updates
There will not be any use of forced labor, whether in the form of prison labor, indentured labor, bonded labor or otherwise.
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The Amended Trade Union Act of October 2001 does 
stipulate that union committees have to be 
democratically elected at members’ assemblies and 
trade unions must be accountable to their members.  
The trade union has the responsibility to consult with 
management on key issues of importance to their 
members and to sign collective agreements. It also 
grants the trade union an enhanced role in dispute 
resolution. In December 2003,the Collective 
Contracts Decree introduced the obligation for 
representative trade unions and employers to 
negotiate collective agreements, in contrast to the 
previous system of non-negotiated administrative 
agreements.
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8. Wages and Benefits
Social Insurance According to clause 73 of China Labor Law, Laborers 
shall, in accordance with law, enjoy social insurance 
benefits under the following circumstances: 
• (1) retirement; 
• (2) illness or injury; 
• (3) disability caused by work-related injury or 
occupational disease; 
• (4) unemployment; and 
• (5) childbearing. 
Employers will provide all legally mandated benefits to 
all eligible workers. 
The factory only provided disability 
caused by work-related injury or 
occupational disease insurance and 
unemployment insurance for all 
workers, did not provide the rest, it 
violated clause 73 of China Labor Law.
The factory social insurance invoice 
indicated that they only provided disability 
caused by work-related injury or 
occupational disease insurance and 
unemployment insurance. 
All legally mandated benefits (social security, retirement, 
severance and medical), must be offered to all eligible 
employees, as determined by applicable local social insurance 
bureau. These benefits must be calculated correctly and paid 
in timely manner to all eligible employees as required by law.
(1) Factory must obtain from local social insurance bureau a 
certified document explaining percentage of factory's 
workforce which must be covered, which workers are eligible 
for benefits and as of which dates, and type of benefits which 
must be provided. (2) Factory must also obtain from local 
social insurance bureau certificate which outlines what factory 
has paid in social insurance under requirements outlined in #1. 
(3) If factory has not yet included all workers in social 
insurance coverage, as determined by applicable local social 
insurance bureau, it must prepare plan to gradually increase 
number of workers to be covered until such time that all 
workers will be fully covered.
31-May-04 Mar 20, 2006 The factory provided injury/  
accident insurance for 280 workers, 
retirement insurance for 80 workers, 
medical insurance for 80 workers and 
maternity insurance for 80 workers.
Interview; Record 
review
Minimum wage According to clause 48 of China Labor Law, Wages 
paid to laborers by the employing unit shall not be lower 
than the local standards on minimum wages. 
Employers will pay workers the legal minimum wage or 
the prevailing industry wage, whichever is higher.
No evidence indicated that all workers 
wages are in line with legal minimum 
wage standards due to discrepancies 
found between timecards and on-site 
production records.
All time cards of the workers indicated 
that no one had worked overtime on 
Sundays, and all working hours on 
payrolls were calculated based on the 
timecards. There were discrepancies 
between other on-site records identified 
during the audit. Please refer to the 
Hours of Work.
All working days or hours, whether for regular days or rest 
days, should be reflected on time card or any other record.  
There should be no working days or hour not reflected on the 
time card or attendance record. Workers should be required 
to always punch in or out their time cards. Factory must 
improve management on worker's punching time card. 
Factory should communicate orally and in writing to workers 
that every worker must punch in and punch out whenever and 
however. Note: Please see below on remediation plans 
regarding rest days and overtime limits. 
16-Apr-04 6/8/2004 Factory will 
develop a Worker 
Handbook that includes 
factory policy on 
recording working hours.
7/10/04 The 1st draft of Worker 
Handbook submitted on June 30. 
However still some policies needed to 
be improved. 3/02/05  The Worker 
Handbook had been finalized.  
Working Hour Policy had been 
developed and included in the  
Worker Handbook.
Worker Handbook Mar 20, 2006  Workers' Handbook  wages 
policy and calculation method,  
timekeeping system and procedures.
Workers were briefed on the new 
handbook.
Document review;  
Workers' interview
9. Hours of Work
Overtime Limitations According to clause 38 of China Labor Law, all 
employees should be allocated at least 1 day off per 7 
day period.
Except in extraordinary business circumstances, 
employees will (i) not be required to work more than 
the lesser of (a) 48 hours per week and 12 hours 
overtime or (b) the limits on regular and overtime 
hours allowed by the law of the country of manufacture 
or, where the laws of such country will not limit the 
hours of work, the regular work week in such country 
plus 12 hours overtime; and (ii) be entitled to at least 
one day off in every seven day period.  An 
extraordinary business circumstance is a temporary 
period of extra work that could not have been 
anticipated or alleviated by other reasonable efforts.
Some of workers were not allocated at 
least 1 day off per 7 days period, it was 
identified during this audit, it violated 
clause 38 of China Labor Law.
a) According to off-site interview with 
store owner which is outside of factory 
factory workers have worked overtime on 
Sundays; b) According to interview with 
workers, some workers said they have 
worked overtime on Sundays; c) Based 
on documentation review, some piece 
rate records changed some dates (during 
Feb and Mar of 2004), for example, Mar 
7 (Sunday) changed as Mar 8; d) Based 
on final inspection records of Feb 2004, 
some workers have consecutively worked 
14 days.
(1) Factory must give workers 1 day off in every 7 days. The 
factory should find solution to problem of having work on rest 
days. It is expected that factory personnel practices will 
maintain production capacity and a level of staffing that is 
reasonable in view of predictable or continuing fluctuations in 
business demands, in order to comply with rest day 
requirements.
(2)  Factory needs to submit monthly working hours report to 
Reebok. (Reebok will keep close monitoring including night or 
Sunday surveillance on the factory's working hours.)
31-May-04 Mar 20, 2006 No Sunday work identified 
since May 2005.
Workers' interview; 
Time record review 
Overtime Limitations According to clause 41 of China Labor Law, The 
employing unit may extend working hours due to the 
requirements, but extended working hour for a day 
shall generally not exceed 1 hour; if such extension is 
called for due to special reasons, the extended hours 
shall not exceed 3 hours a day under the condition that 
the health of laborers is guaranteed. However, the total 
extension in a month shall not exceed 36 hours.  
Except in extraordinary business circumstances, 
employees will (i) not be required to work more than 
the lesser of (a) 48 hours per week and 12 hours 
overtime or (b) the limits on regular and overtime 
hours allowed by the law of the country of manufacture 
or, where the laws of such country will not limit the 
hours of work, the regular work week in such country 
plus 12 hours overtime; and (ii) be entitled to at least 
one day off in every seven day period.  An 
extraordinary business circumstance is a temporary 
period of extra work that could not have been 
anticipated or alleviated by other reasonable efforts.
Based on the time cards, some 
workers have worked overtime more 
than 3 hours a day and a lot of workers 
have worked overtime more than 36 
hours a month, it was identified during 
audit, it violated clause 41 of China 
Labor Law.
According to the time cards, some 
workers sometimes worked overtime 4 
hours a day during peak season, and 
most workers have worked overtime 40-
60 hours per month normally.
(1) As much as possible, the factory should limit excessive 
working hours. The factory should find solution to problem of 
excessive working hours during peak production periods, with 
a good plan for doing so, such as worker cross-training and 
adding shifts during peak season, etc.
(2) The factory must secure a permit from labor bureau if it 
has to work overtime beyond limit set by law which is 36 hours 
a month.
31-May-04 Mar 20, 2006  Work schedule is usually   6 
days a week with maximum of 58 working 
hours a week. 
Workers' interview; 
Time record review 
10. Overtime Compensation
OT Compensation for Piece According to clause 44 of China Labor Law, The 
employing unit shall, according to the following 
standards, pay laborers remunerations higher than 
those for normal working hours under any of the 
following circumstances; 
• (1) pay no less than 150% of normal wages if 
extension of working hours is arranged; 
• (2) pay no less than 200% of normal wages if 
extended hours are arranged on days of rest and no 
deferred rest can be taken; and 
• (3) pay no less than 300% of normal wages if 
extended hours are arranged on statutory holidays. 
Where workers are paid on a piece rate, the payment 
for overtime work performed shall result in no less 
payment than the premium pay required by law.
Some of workers identified that they 
have worked overtime on Sundays, but 
no Sunday OT compensation provided 
on payrolls, it violated clause 44 of 
China Labor Law. 
a) According to interviews with workers, 
some of them said they have worked 
overtime on Sundays, and factory directly 
paid OT compensation to them in cash; 
b) Based on time cards, all workers never 
worked overtime on Sundays; c) 
According to final inspection records from 
Feb to Mar of 2004, some workers 
worked overtime on Sundays identified.
All worked days or hours, whether for regular days or rest 
days, should be reflected on the time card or any other record. 
There should be no working days or hours that are not 
reflected on the time card or attendance record and all worked 
days or hours should be paid according to legal requirements 
including overtime premium.
Mar 20, 2006  All working hours including 
overtime were completely recorded in time 
cards and were paid in accordance with 
legal requirements.
Workers' interview; 
Payroll and time record 
reviews 
Miscellaneous
In addition to their compensation for regular hours of work, employees will be compensated for overtime hours at such premium rate as is 
legally required in the country of manufacture or, in those countries where such laws will not exist, at a rate at least equal to their regular hourly 
compensation rate.
Employers recognize that wages are essential to meeting employees’ basic needs. Employers will pay employees, as a base, at least the 
minimum wage required by local law or the prevailing industry wage, whichever is higher, and will provide legally mandated benefits
Except in extraordinary business circumstances, employees will (i) not be required to work more than the lesser of (a) 48 hours per week and 
12 hours overtime or (b) the limits on regular and overtime hours allowed by the law of the country of manufacture or, where the laws of such 
country will not limit the hours of work, the regular work week in such country plus 12 hours overtime; and (ii) be entitled to at least one day off 
in every seven day period
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Employment Contract According to clause 16 of China Labor Law, A labor 
contract must be concluded where a labor relationship 
is to be established. 
The factory could not provide the labor 
contract for all employees for 2004, it 
violated clause 16 of China Labor Law.
The factory provided employment 
contracts with workers for year of 2003, 
no employment contracts for year of 
2004 provided during this audit.
No remediation necessary Mar 20, 2006 Labor contracts signed with 
workers, but copies of contract kept by the 
factory.
Factory committed to complete issuance of 
copies of contracts to workers within 
March 2006.
Workers' interview; 
Time record review 
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